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UNITED STATES DISTRICT COURT 
WESTERN DISTRICT OF KENTUCKY 
AT BOWLING GREEN 

(FILED ELECTRONICALLY) 


CIVIL ACTION NO. 1:19-CV-143-GNS 

UNITED STATES OF AMERICA PLAINTIFF 


vs. 


ARNOLD B. WALLACE DEFENDANT 

130 Beach Lane B 
Scottsville, KY 42164-9778 

COMPLAINT FOR FORECLOSURE 

Plaintiff, the United States of America, states as follows: 

1. This is a mortgage foreclosure action brought by the United States of America on 
behalf of its agency, the United States Department of Agriculture Rural Housing Service also 
kn own as Rural Development (hereinafter collectively “RHS”). 

2. Jurisdiction arises under 28 U.S.C. § 1345. Venue is proper in this judicial 
division, where the subject property is located. 

3. RHS is the holder of a promissory note (“the Note”) executed for value on 
February 3, 2010 by Defendant Arnold B. Wallace (“the Borrower”). The principal amount of 
the Note was $71,600.00, bearing interest at the rate of 4.8750 percent per annum, and payable in 
monthly installments as specified in the Note. A copy of the Note is attached as Exhibit A and 
incorporated by reference as if set forth fully herein. 
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4. The Note is secured by a Real Estate Mortgage (the “Mortgage”) recorded on 
February 4, 2010, in Mortgage Book 330, Page 386, in the Office of the Clerk of Allen County, 
Kentucky. Through the Mortgage, the Borrower, unmarried, granted RHS a first mortgage lien 
against the real property including all improvements, fixtures and appurtenances thereto at 130 
Beech Lane, Scottsville, Allen County, Kentucky (the “Property”) and described in more detail 
in the Mortgage. A copy of the Mortgage is attached as Exhibit B and incorporated by reference 
as if set forth fully herein. 

5. To receive subsidies on the loan, the Borrower signed a Subsidy Repayment 
Agreement authorizing RHS to recapture, upon transfer of title or non-occupancy of the 
Property, any subsidies granted to the Borrower by RHS. A copy of the Subsidy Repayment 
Agreement is attached as Exhibit C and incorporated by reference as if set forth fully herein. 

6. The Borrower has defaulted on the Note and Mortgage by failing to make 
payments when due. 

7. RHS has, in accordance with the loan documents, accelerated the loan and 
declared the entire principal balance, together with all accrued and unpaid interest and all other 
sums due under the loan documents, to be due and payable. Further, RHS sent notice to the 
Borrower of the default and acceleration of the loan. 

8. In accordance with the loan documents, the United States is entitled to enforce the 
Mortgage through this foreclosure action and to have the Property sold to pay all amounts due, 
together with the costs and expenses of this action. 

9. The unpaid principal balance on the Note is $65,517.48 with accrued interest of 
$8,208.12 through September 23, 2019 with a total subsidy granted of $12,601.98, late charges 
in the amount of $311.84, and fees assessed of $2,345.18, for a total unpaid balance of 
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$88,984.60 as of September 23, 2019. Interest is accruing on the unpaid principal balance at the 
rate of $9.0521 per day after September 23, 2019. 

10. The Property is indivisible and cannot be divided without materially impairing its 
value and the value of RHS's lien thereon. 

11. The Mortgage granted to RHS by the Borrower is a purchase money mortgage. 
The United States is unaware if the Borrower has a spouse, but even if such spouse existed, 
pursuant to KRS 392.040(1), any surviving spouse shall not have a spousal interest in land sold 
in good faith after marriage to satisfy an encumbrance created before marriage or to satisfy a lien 
for the purchase money. 

12. There are no other persons or entities purporting to have an interest in the 
Property known to the Plaintiff. 

WHEREFORE, Plaintiff, the United States of America, on behalf of RHS, demands: 

a. Judgment against the interests of the Borrower in the Property in the principal 
amount of $65,517.48, plus $8,208.12 interest as of September 23, 2019, and $12,601.98 for 
reimbursement of interest credits, late charges in the amount of $311.84, and fees assessed of 
$2,345.18, for a total unpaid balance due of $88,984.60 as of September 23, 2019, with interest 
accruing at the daily rate of $9.0521 from September 23, 2019, until the date of entry of 
judgment, and interest thereafter according to law, plus any additional costs, disbursements and 
expenses advanced by the United States; 

b. That the United States be adjudged a lien on the Property, prior and superior to 
any and all other liens, claims, interests and demands, except liens for unpaid real estate ad 
valorem taxes; 
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c. That the United States' lien be enforced and the Property be sold in accordance 
with 28 U.S.C. §§ 2001-2003 subject to easements, restrictions and stipulations of record, but 
free and clear of all other liens and encumbrances except liens for any unpaid ad valorem real 
property taxes; 

d. That the proceeds from the sale be applied first to the costs of this action, second 
to any ad valorem real property taxes, if any, third to the satisfaction of the debt, interest, costs 
and fees due the United States, with the balance remaining to be distributed to the parties as their 
liens or interests may appear; 

e. That the Property be adjudged indivisible and be sold as a whole; and 

f. That the United States receive any and all other lawful relief to which it may be 
entitled. 


UNITED STATES OF AMERICA 

RUSSELL M. COLEMAN 
United States Attorney 


s/ William F. Campbell _ 

William F. Campbell 
Katherine A. Bell 
Assistant United States Attorneys 
717 West Broadway 
Louisville, Kentucky 40202 
Phone: 502/582-5911 
Fax: 502/625-7110 
bill.campbell@usdoj.gov 

Katherine.bell@usdoj .gov 
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Form RD 1940-16 
(Rev, 7-OS) 


Type of Loan SECTION 502 
Loan No. 

Dale: 


UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL HOUSING SERVICE 


Form Approved 
OMB No, 0575-0172 


PROMISSORY NOTE 



SATISFIED 
day of 


02/03 
iso Beech Lane 


20 JL 


This._ 

United States of America 
By:. 

Title: 


..20. 


USDA, Rural Housing Services 


scctteville 


(Property Address) 

. Allen _ 

(County) 


KY 


w 


(City or Town) 

BORROWER'S PROMISE TO PAY. In return for a loan that I have received, I promise to pay to the order of the United 

States of America, acting through the Rural Housing Service (and its successors) ("Government") $ 71i6C.fi.iAa- 

(this amount Is called "principal"), plus interest. 

INTEREST interest will be charged on the unpaid principal until the full amount of the principal has been paid. I wili pay 
Interest at a yearly rate of 4.8750 %, The interest rate required by this section is the rate I wtll pay both before 

and after any default described below. 

PAYMENTS. I agree to pay principal and interest using one of two alternatives Indicated below. 

I. Principal and interest payments shall be temporarily deferred. The interest eoorued to-^iBiir|f^ 

shall be added to the principal. The new principal and latar accrued interest shall be payable in 
Installments on the dateiapiaptpdjin. the box below. I authorize the Government to enter the amount of such new principal 
h#re; $7/ AMV.XL amount of such regular Installment* in the box below when such amounts have been 

determined J agree to pay wtndpal and Interest in installments as indicated In the box bBlow. 


II. Payments shall not be deferred, 
the box below. 


I agree to pay principal and Interest In 


Installments as Indicated in 




continuing ^ these paymwtts every month until I have paid all of the pnncipa and interest 

and any other charges described below that I may owe under this note. My monthly payments will be applied to Interest 
before principal, If on February 3 , 2046 , | still owe amounts under this note, I will pay those amounts in full on 


that date, which is called ^e„maturi^d*tej)y_./ 
My monWy payment will be $ . SJS l /TVI -■ 

noted o n my hllllnp acatamar.. 


I will make my monthly payment at rba post office address 
__ of a different place If required by the Government. 


principal ADVANCES If the entire principal amount of the loan is not advanced at the time of loan closing, the 
un R iSredS 5the ban will be’edva’nced at my request provided the Government The 

Government must make the advance provided the advance is requested for an authonzed purpose Inte^shal! 
arrnjB on the amount of each advance beginning on the date of the advance as shown In the Record Adv ^ 
below. I authorize the Government to enter the amount and date of the advance as shown in> the vances 

below. I authorize the Government to enter the amount and date of such advance on the Record of Advances. 

uni iqinc act of 1949 This cromissory note is made pursuant to title V of the Housing Act of 1949. It is for the type 

32, 3 n l B22/S£$£ifEZFKi «.»««.™. n «. =« b. «.u» ^ w**— 

of Ihe Government an d to U Win regulation. M inconsistent with tna express provisions of this note. 




-->XS^==^SSSeSSgSSSSSSSS=i 55-sa^— 


average 15 muatoiKrm^xmiB,! 


SFO/ELO® 33S NV01 *3N 3S3 * Ob VOSO 8226361012 XV3 SS: 9 L 0102/2S/S0 
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Account 



LATE CHARGES. If the Government has not received the full amount of any monthly payment by the end of——days 

after the date it ie due, I will pay a late oharge, The amount of the charge will be_A- percent of my overdue 

payment of principal and interest. I will pay this oharge promptly, but only once for each late payment. 


BORROWER’S RIGHT TO PREPAY. I have the right to make payments of principal at any time before they are due. 
A payment of principal only Is known as a ''prepayment. 1 ’ When I make a prepayment, l will tell the Government in 
writing that I am making a prepayment. 


I may make a full prepayment or partial prepayment without paying any prepayment charge. The Government wil use 
all of my prepayments to reduce the amount of principal that I owe under this Note. If I make a partial prepayment, there 
will be no changes in the due date or in the amount of my monthly payment unless the Government agrees In writing to 
those changes. Prepayments will be applied to my loan In accordance with the Governments regulations and 
accounting procedures in effect on the date of receipt of the payment. 


ASSIGNMENT OF NOTE,! understand and agree that the Government may at any time assign this note without my 
consent, If the Government assigns the note I will make my payments to the assignee of the note and In such case 
the term "Government'’ will mean the assignee. 


CREDIT ELSEWHERE CERTIFICATION. I certify to the Government that I am unable to obtain sufficient credit 
from other sources at reasonable rates and terms for the purposes for which the Government Is giving me this loan 


USE CERTIFICATION. 1 certify to the Government that the funds I am borrowing from the Government will only be 
used tor purposes authorized by the Government. 

LEASE OR SALE OF PROPERTY. If the property constructed, improved, purchased, or refinanoed with this loan is (1) 
leased or rented with an option to purchase, (2) leased or rented without option to purchase for 3 years or longer or (3) 
is sold or title is otherwise conveyed, voluntarily or involuntarily, the Government may at Its option declare the entire 
remaining unpaid balance of the loan immediately due and payable. If this happens, I will have to immediately pay off 
the entire loan. 


REQUIREMENT TO REFINANCE WITH PRIVATE CREDIT. I agree to periodically provide the Government with 
information the Government requests about my financial situation. If the Government determines that I can get a Joan 
from a responsible cooperative or private credit source, such as a bonk or a credit union, at reasonable rates and terms 
for similar purposes as this loan, at the Government’s request, I will apply for and accept a loan in a sufficient amount to 
pay this note tofoll This'requirement does not apply to any cosigner who signed this note pursuant to section 502 of the 
Housing Act of 1949 to compensate for my lack of repayment ability. 

SUBSIDY REPAYMENT AGREEMENT. I agree to the repayment (recapture) of subsidy granted in the form of 
payment assistance under the Government’s regulations. 

CREDIT SALE TO NONPROGRAM BORROWER. The provisions of the paragraphs entitled "Credit Elsewhere 
Certification*' and “Requirement to Refinance with Private Credit" do not apply if this loan Is classified as a 
nonprogram loan pursuant to section 502 of the Housing Act of 1949. 

DEFAULT If I do not pay the full amount of each monthly payment on the date It is due, 1 will be in default. If 1 am in 
ESS ™ »nd m. . written notice telling me thet if t do not pey the oyenlue am ount b y .n.m.nJ.te 

in. Government may regulre me to immediately pey me fell amount of tne unpaid pnnoipal. el a " 

. iwiunue interest will continue to accrue on past due pnnoipal and interest. Even rf, at a time when am in 

S pay immediately as described in the preceding sentence, the Government 

doTo if I amin default at alater date. If the Government has required me to immediately pay in 
2 as described above the Government will have the right to be paid beck by me for all of its costserde*pen 8 esin 
enforcing this promissory note to the extent not prohibited by applicable law. Those expenses include, for examp e, 
reasonable attorney's fees. 
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Account 


NOTICES, Unless applicable law requires a different method, any notice that must be given to me under this note will be 
given bv delivering it or by mailing It by first class mail to me at the property address listed above or at a different address if 
I give the Government a notice of my different address, Any notice that must be given to the Government will be given by 
mailing It by first class mall to the Government at tfffflLgPBl Housing Service, c/o Customer Service g g fl fl ? 
Oner. off ins Bo* tfM, «■ bati** MO -- * at a different address If I am given s notice cf that 

different address. 


OBLIGATIONS OF PERSONS UNDER THIS NOTE. If more than one person signs this note, each person Is fully and 
personally obligated to keep all of the promises made in this note, including the promise to pay the full amount owed. 
Any person who Is a guarantor, surety, or endorser of this note is also obligated to do these things. The Government 
may enforce Its rights under this note against each person individually or against all of us together. This means that any 
one of us may be required to pay all of the amounts owed under this note. The term "Borrower' 1 shall refer to each 
person signing this note. 


WAIVERS. I and any other person who has obligations under this note waive the rights of presentment and notice of 
dishonor "Presentment" means the right to require the Government to demand payment of amounts due. Notice of 
dishonor means the right to require the Government to give notice to other persons that amounts due have not been paid. 


WARNING- Failure to fully disclose accurate and truthful financial information in connection with my loan 
application may result In the termination of program assistance currently being received, and the denial of 
future federal assistance under the Department of Agriculture's Debarment regulations, 7 C.F.R. part 3017. 


B - Sea 

Borrower Arnold B Wallace 


Borrower 


Seal 


Borrower 


Seal 


Borrower 


Seal 


toy 
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After Recording Please Piece In Drawer 
First Title & Escrow Company 


(Space Afoot* Thu Line Por DaleJ 

Form RD 3550-14 KY Form Approved 

(Rev 12-05) OMB No, 0575-0172 

United States Department of Agriculture 
Rural Housing Service 

MORTGAGE FOR KENTUCKY 

THIS MORTGAGE ("Security Instrument' ) is made on February 9,2010 io«aj 

The mortgagor is Arnold B. Wallace, unmarried, 130 Beech Lane, ScottevWe, KY 42164 ... 

("Bomjwar"). 

This Security Instrument is given to the United States or America acting through the Rural Housing Service or successor agency. United 
States Department of Agriculture ('Lender*), whose address is Rural Housing Service, c/o Centralized Servicing Center, Uniled States 
Department of Agriculture. P.O. Box 66189, St Louis, Missouri 63166. 

Borrower b indebted to Lender under the following promissory notes and/or assumption agreements (herein collectively called 'Note") 
Which have been executed or assumed by Borrower and which provide for monthly payments, with the full debt, if not paid earlier, due and 
payable on the maturity date: 

OfllaofllUHmaent Principal Amount Maturity Dale 

2-3-2010 $71,600.00 2-3-2048 


This Security Instrument secures to Lender, (a) the repayment of the debt evidenced by the Note, with interest and all renewals, 
extensions end modifications of the Note: (b) the payment of ell other sums, with Interest, advanced under paragraph 7 to protect the 
property covered by this Security Instrument; (c) the performance of Borrower's covenants and agreements under this Security Instrument 
and the Note, and (d) the recapture of any payment assistance end subsidy which may be granted to die Borrower by the Lender pursuant to 
42 U.S.C. 55 1472(g) or UMe. for this purpose. Borrower does hereby mortgage, gram, and convoy to Lender the following described 
property located in the County of 

”"* n , State of Kentucky 

SEE EXHIBIT "A" FOR PROPERTY DESCRIPTION 


which hits the address of 130 Beech Lane, ScottSVille 

ISlfWl] ICityj 

Kentucky 42164 iztrj ("Property Address"); 


According to iht Paperwork Reduction Act of tfifS, no persons are required to respond to o collection rtf'information unless it displays a 

valid OMB control number. The valid OMB control number for this Information collection is 0575-0172. The time required to complete 
this information collection Is estimated to average IS minutes per response, including the time for reviewing instructions, searching 
Misting data sources, gathering and maintaining the data needed, and completing and reviewing the collection of Information. 

Pugc I of 6 
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TOGETHER WITH all the Improvements now or hereafter erected on the property, end all easements, appurtenances, 
and fixtures which now or hereafter are a part of the property. Alt replacements and additions shall also be covered by this 
Security Instrument. All of the foregoing is referred to in this Security Instrument as the "Property." 

BORROWER COVENANTS th« Sorrower is lawfully seised of the estate hereby conveyed and has the righr to grant 
and convey the Property and that the Property is unencumbered, except for encumbrances of record. Borrower warrant* and 
will defend generally the title to die Property againit all claims and demands, subject to any encumbrance* of record, 

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform covenants with limited 
variations by jurisdiction to constitute a uniform security instrument covering real property. 


UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows: 

1. Payment of Principal and Interest; Prepayment and Late Chines. Borrower shall promptly pay when due the 
principal of and interest on dm debt evidenced by the Note and any prepayment and late charges due under the Note. 

2. Funds for Taxes and Insurance. Subject to applicable tew or to ■ written waiver by Lender, Borrower shall pay to 
Lender on the day monthly payments are due under the Note, until the Note is paid in full a sum ("Funds") for: (a) yearly 
taxes and assessments which may attain priority over this Security Instrument as a lien on the Property; <b) yearly leasehold 
payments or ground rente on the Property, if any, (c) yearly hawed or property insurance premiums: and (d) yearly flood 
insurance premiums, if any. These items are called “Escrow Items." Lender may, at any time, collect and hold Fund* in an 
amount not to exceed the maximum amount a lender for a federally related mortgage loan may require for Borrower's escrow 
account under the federal Real Estate Settlement Procedures Act of 1974 as amended from time to time, 12 U.S-C. $ 2601 et 
stq. ("RESPA"), unless another law or federal regulation that sopites to the Funds sets a lesser amount If so. Under may, at 
any time, collect and hold Funds in an amount not m exceed the lesser amount. Lender may estimate the amount of Puods due 
on the basis of current data and reasonable estimates of expenditures of future Escrow Items or otherwise in accordance with 
applicable law. 

The Funds shall be heid by a federal agency (including Lender) or in an institution whose deposits arc insured by a 
federal agency, instrumentality, or entity. Lender shall apply the Funds to pay the Escrow Items. Lender may not charge 
Borrower for holding and applying the Funds, annually analyzing the escrow account, or verifying the Escrow items, unless 
Lender pays Borrower intereat on the Funds and applicable law permits Lender to make such a charge. However, Lander may 
require Borrower to pay a one-lime charge for an independent real estate tex reporting service used by Lender in connection 
with this loan, unless applicable law provides otherwise. Unless an agreement is mate; or applicable law requires interest to 
be paid. Lender shall not be required to pay Borrower any Interest or earnings on the Funds. Borrower and Lender may agree 
in writing, however, that interest shall b* paid on the Funds. Lender shall give to Borrower, without charge, an annual 
accounting of the Funds, showing credits and debits to the Funds and the purpose for which each debit to the Funds was 
made. The Funds are pledged as additional security for all sums secured by this Security Instrument. 

If the Funds held by Lender exceed die amounts permitted to be held by applicable law, Lender shall account to 
Borrower for the excsss funds in accordance with die requirements of applicable law. If the amount of the Funds held by 
Lender et any time is not sufficient to pay the Escrow Items when due, Lender may so notify Borrower in writing, and. in such 
case Borrower shall pay to Lender the amount necessary to make up the deficiency. Borrower shall make up the deficiency in 
no more than twelve monthly payments, at Lender's sole discretion. 

Upon payment in full or all sums secured by this Security instrument. Lender shall promptly refund to Borrower any 
Funds held by Lender. If Lender shall acquire or sell the Properly after acceleration under paragraph 22, Lender, prior to (he 
acquisition or sale of the Property, shall apply any Funds held by Lender at the time of acquisition or sale as a credit against 
the sums secured by this Security Instrument. 

3. Application of Payments Unless applicable law or Lender's regulations provide otherwise, all payments received by 
Lender under paragraphs I and 2 shall be applied in the following order of priority: (1) to advances for the preservation or 
protection of foe Property or enforcement of this lien; (2) to accrued Interest due under the Note; (3) to principal due under 
the Note; (4) to amounts required for the escrow Items under paragraph 2: (5) to late charges and other fees and charges. 

4. Charge*; Liens. Borrower shall pay all taxes, assessments, charges, fines end imposition* attributable to the Property 

which may attain priority over this Security Instrument, and leasehold payments or ground rents, if any. Borrower shall pay 
these obligations in the manner provided in paragraph 2, or if not paid in that manner. Borrower shall pay them on nine 
directly to die person owed payment. Borrower shall promptly furnish to Lender all notices of amounts to be paid under this 
paragraph, if Borrower makes these payments directly. Borrower shall promptly furnish to Under receipts evidencing the 
payments. .. „ , , „ , . 

Borrower shall promptly discharge any lien which has priority over this Security instrument unless Lender has agreed in 
writing to such Iten or Borrower: (a) agrees in writing to the payment of the obligation secured by the lien in a manner 
acceptable to Lender; (b) contests in good foith the lien by, or defends against enforcement of tbe Hen in, legal proceedings 
which in the Lender's opinion operate to prevent the enforcemeni of foe lien; or (e) secures from the holder of foe lien an 
agreement satisfactory to Lender subordinating foe lien to this Security instrument. If Lender determines that any part ol the 
Property is subject to a lien which may attain priority over this Security Instrument. Lender may give Borrower a notice 
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identifying the lien. Borrower shall satisfy the lien or take one or more of the actions set Forth above wiihin ten (10) days of 
the giving of notice. 

Borrower shall pay to Lender such fees and other charges as may now or hereafter be required ty"*?!****' 
end mwwre'mtburM Lender for all of Lender’s fees, costs, end expenses in connection with eny full or partial release or 

subordination of this instrument or any other transaction affecting the property. _ 

3 Hazard or Property Insurance. Borrower shell keep die improvements now existing or hereafter erected on the 
Property insured against loss by fire, hazards included within the term ^extended coverage" andany other hazards, including 
floods or ftoodinsTfor which Under requires insurance. This insurance shall be maintained in the amount! and for the 
periods that Lender requires. The insurer providing the insurance shell be chosen by Borrower subject to Lendei's approval 
whichshall not be unreasonably withheld, if Borrower fells to maintain coverage described above, at Lender's option Under 
may obtain coverage to protect Lender's rights in the Property pursuant to paragraph 7. . 

y All insurance policies and renewals shall be in a form acceptable to Lender and shall include a standard mortgagee 
clause. Under shall have the right to hold the policies mu! renewals. IF Lender requires, Borrower shall promptly give to 
I a || receipts of paid premiums and renewal notices. In the event of teas. Borrower shall give prompt notice to the 
insurance carrier and Lender. Lender may make proor of loss if not made promptly byBorrowor. 

Unless Lender and Borrower otherwise agree in writing, insurance proceeds shall be applied to restoration or repair of 
the Property damaged, if the restoration or repair is economically feasible and Under's security is not lessened. If fee 
restoration or repairis not economically feasible or Lender's security would be lessened, the insurance proceeds shall be 
applied to Ihe sums secured by this Security Instrument, whether or not then due, with any excess j»>d to Borrower. If 
Borrower abandons the Property, or does not answer within thirty (30) days a notice from Under that ihe insurance carrier 
has offered to settle a claim, then Under may coHect the insurance proceeds Under may use the proceeds to repair or 
restore the Property or to pay sums secured by this Security Instrument, whether or not then due The thirty (30) day period 

Wi " LhdKTl^dar ^ndlorrower otherwiie agree in writing, any application of proceeds to principal shall not extend or 
nosmone the due dam of the monthly payments referred to in paragraphs I mid 2 or change fee amount of the payments, it 
after acceleration the Property is acquired by Lender. Borrower's right to any Insurance policies end proceeds resulting from 
damage to the Property prior to the acquisition shall pass to Lender to the extent of the sums secured by mis security 

Instrument immediately prior to the acquisition. „ _ „ , _ . . . 

d. preservation, Maintenance, and Protection of the Properly; Borrower's Loan Application; Leaseholds 
Borrower shall not destroy, damage or impair the Property, allow the Property to deteriorate, or commit waste on the 
Property. Borrower shall maintain the improvements In good repair and make repairs required by Lender, Borrower shall 
comply with all laws, ordinances, and regulations affecting the Property Borrower shall be in default if any forfemire action 
__^ u ktaiirt in I mniWc onnH fniih mdcnient could refillIt in forfeiture of ihe 



determination, precludes iorwuur* or me Borrowers imeresi m me rrweny or wno n»w«i impairment c,.»»..... v.vv.™ 
by this Security Instrument or Lender's security interest. Borrower shall also ba in default .f Borrower, during the loan 
application process, gave materially false or inaccurate information or statements to Under (or toiled to provide Lender with 
any material information) in connection with die loan evidenced by the Note. If this Security Instrument is on a leasehold. 
Borrowir shall comply wife all fee provisions of the lease. If Borrower acquires fee title to the Property, the leasehold and 
fee fee title shall not merte unless Lender agrees to the merger in writing. , _ 

7, Protection of Tender** Rights in the Property. If Borrower toils to perform the covenants and, agreements 
contained in this Security Instrument, or there is a legal proceeding that may significantly affect Lender’s rights in the 
Property (such as a proceeding in bankruptcy, probate, for condemnation or forfeiture or to enforce laws or regulations}, men 
Lender may do and pay for whatever is necessary to protect fee value of the Property and Lender's rights in fee Property. 
Lender’s actions may include paying any sums secured by a lien which has priority over this Security Instrument, appearing in 
court, paying reasonable attorneys' foes and entering on fee Property ro make repairs. Although Lender may take action under 
this paragraph 7, Lender is not required to do so. .. ... 

Any a mounts disbursed by Lender under this paragraph 7 shall become additional debt of Borrower secured by this 
Security Instrument. Unless Borrower and Under agree to other terms of payment, these amounts shall bear interest from fee 
date of disbursement at the Note rate and shall be payable, wife interest, upon notice from Lender» Borrower requesting 

^^"Refinancing. If at any time it shall appear to Lender feat Borrower may be able to obtain a loan from a responsible 
cooperative or private credit source, at reasonable rates and terms for laens for similar purposes. Borrower will, upon fee 
Lender’s request apply for and accept such loan In sufficient amount to pay fee now and any indebtedness secured hereby in 


foil. 


9. Inspection. Lender or its agent may make reasonable entries upon and Inspections of the Property, Under shall give 
Borrower notice at fee time ofor prior to an inspection specifying reasonable cause for the inspection. . 

10. Condemnation. The proceeds of any award or claim for damages, direct or consequential, in 
condemnation or other taking ofany part of the Property, or for conveyance in lieu of condemnation, are hereby assigned and 
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shall he DC id to Lender. In ihe event of a total taking of the Property, the proceeds shall be applied to die sums secured by 
this Security Instrument, whether or not then due, with any excess paid to Sorrower. In the event of a 
Property in which the fair market value of the Property immediately before die taking is equal to or greeter than the amount of 
the sums secured by this Security Instrument immediately before the taking, unless Borrower and Lender otherwise agree m 
writing, the turns secured by chi* Security Instrument shall be reduced by the amount of the ^o^ds multipiled by the 
following fraction: (a) the total amount of die sums secured immediately before the taking, divided by (b) the fair market 
value of the Property Immediately before the taking. Any balance shall bo paid to Borrower. In the event of a partial taking 
of the Property mwhich the fair market value of me Property immediately before the taking is less than the amount of the 
sums secured hereby immediately before the taking, unlaw Borrower and Lender otherwise agree in writing or unless 
applicable law otherwise provides, die proceeds shall be applied to the sums secured by this Security Instrument whether or 
rtrtt the sums nr g thru due, 

If the Property ht abandoned by Borrower, or If. after notice by Lender to Borrower that the condemnor offers to make an 
award or sente a claim for damages. Borrower foils to respond te Lender within thirty (30) days after foe date the notice is 
given. Lender is authorised to collect and apply foe proceeds, at its option, either to restoration or repair of the Property or to 
die sums second by this Security Instrument, whether or net then due. Unless Lender and Borrower otherwise agree in 
writing, any application of proceeds to principal shall not extend or postpone the due date of the monthly payments referred to 
in paragraphs I and 2 or change the amount of such payments. 

11. Borrower Not Released; Forbearance By Under Not a Waiver. Extension of the time for payment or 
modification or amortization of the sums secured by this Security Instrument granted by Lender to Borrower and any 
successor in interest of Borrower shall not operant to release the liability of foe original Borrower or Borrower's successors in 
interest. Lender shell not bt required to commence proceedings against any successor in interest or refiae to extend time for 
payment or otherwise modify amortization of the sums recti red by this Security Instrument by reason of any demand made by 
foe oriainal Borrower or Borrower's successors in interest. Any forbearance by Lender in exercising any right or remedy shall 
not be a waiver of or preclude the exercise of any ri|fot or remedy. 

12. Successors and Assigns Bound; Joint and Stvaral Liability) Co-signers, The covenants and agreements of this 
Security Instrument shall bind and benefit foe successors and assigns of Lender and Borrower, subject to foe provisions of 
paragraph 16. Borrower's covenants and agreements shall be joint Kid several. Any Borrower who co-signs this Security 
Instrament but does not execute foe Note: (a) is co-signina this Security Instrument only to mortgage, grant and convey that 
Borrower's interest in foe Property under the terms of this Security Instrument; (b) is not personally obligated to pay the sums 
secured by this Security Instrument; and (c) agrees that Lender and any other Borrower may agree to extend, modify, forbear 
or make any accommodations with regard to the terms of this Security Instrument or Ihe Note without that Borrower's consent. 

13. Notices Any notice to Borrower provided for in this Security Instrument shall be given by delivering it or by 
mailing It by first class mall unless applicable law requires use of another method. The notice shall be directed to the 
Property Address or any other address Borrower designates by notice to Lender, Any notice to Lender shall be given by first 
class mail to Lender's address stated herein or any other address Lender designates by notice to Borrower. Any notice 
provided for in this Security Instrument shall be deemed to have been given to Borrower or Lender when given as provided in 

this Law , Swribility. Hits Security Instrument shall be governed by federal law. In foe event that any 

provision or clause of this Security Instrument or the Note conflicts with applicable law, such conflict shall not afreet other 
provisions of this Security Instrument or the Note which can be given effect without the correcting provision. To this end foe 
nroviatona of this Security instrument ond the Note are declared to be severable. This instrument shall be subject to foe 
present regulations of Lender, and to its future regulations not Inconsistent with foe express provisions hereof. All powers and 
agencies wanted in this instrument are coupled with an interest and are irrevocable by death or otherwise; and foe rights and 

remedies provided in this instrument are cumulative to remedies provided by law. _ „ . 

15. Borrower's Copy. Borrower acknowledges receipt of one conformed copy of the Note and ot this Security 
Instrument. „ .. „ , _ 

IS. Transfer of the Property or a Beneficial Interest to Borrower, if aii or any part of foe Property or any interest m 
it is leased for a term greater than three (3) years, leaned with an option to purchase, sold, or transferred (or if a beneficial 
interest in Borrower is sold or transferred and Borrower is not a natural perron) without Lenders prior written consent, 
Lender may. at its option, require immediate payment in foil of nil sum* secured by this Security Instrument. 

17. Nondiscrimination. If Borrower intends to sell or rent the Property or any part of it and has obtained Lender s 
consent to do so (a) neither Borrower nor anyone authorized to act for Borrower, will refuse to negotiate for the sale or rental 
of the Property or will otherwise make unavailable or deny the Property io anyone because or race, color, religion, sex 
national origin, handicap, age, or familial status, and (b) Borrower recognizes as Itegal and hereby disclaims and will not 
eomply with or aitemntio enforce any restrictive covenants on dwelling relating to race, color, religion, sex, national origin, 

handi«p.«w wfkmi W^fotu^ ^ s erv j CEr The Note or a partial interest in Ihe Note (together wiih this Security 
Instrument) may be sold one or more times without prior notice io Borrower. A sale may result in a change in the entity 
(known as foe *Xe»n Servicer*) that collects monthly payment* due under the Note and this Security instrument. There also 
S te one ot morechanges of foe Loan Servicer waited to s sale of foe Note ''.here is a change of he Loan Servicer. 
Borrower will be given written notice of the change in accordance with paragraph i3 above and applicable law. The notice 
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nJlLSSST 'ttJZSSZSSGS mi k« *. «*» »rc~io» »* I——»“»*■"“ "» 

r*»*!^a ygg£i ssjsr ss'^ssss s*JCwV»i& ” 

s KMsavsran: Jessys 

» » saa a St&Vi^SSZSSZ^ZSU *> MM *Ml.r.torM»b,™ 

^SMSSf^S^oSmimtS orTritlfledby* Ly^vw^^Wilwory 

twedE of any hazardous substance affecting the Prcpeny .s necessary. Borrower 

SZ, kM E?M MtohtoM t» M IWM» Of to jurMla™ 
u/K«» th« Pmiieftv »locstcd thst ftia{6 to Hoftlth, ififtiy ckp dftvtrannKiitw protection. 

21 Crau^(^l*ttt**lte8tlOB. Default Hereunder shell constitute deftuilt under any other real estate security instnifnont 
held by lender SdJSSd^suSe? byB^Sr, and default under any other such security Instrument shall restitute 

default hereunder. 

Nr»N t INIFORM COVENANTS- Borrower and Lender further covenant and agree as followsi 
,, cuniii n DEFAULT occur in the performance or discharge of ary obligation in this instrument or secured by this 
i nstrume^orshmild anyone onhe parties KHBoirower die or be declareSan incompetent. or should any one of the 
mBmiW be diiKSd bankruptcy or declared on insolvent, or make an assignment for the benefit of 
PMutiNw* Lander at its option with or without notice, may: (a) declare the entire amount unpaid under the note and any 
itwSni't^X ffioy ^d ilmnediately due and payable, (b) for the account of Bmrower incur and pay 
rea&onftblc CKDtnscs for repair or malnicntnce of and takt possession of» operate or rent che Property, (c) upon applkicjon by 
it and nroduction of this instrument, without other evidence and without notice of hearing of said application, have a receiver 
m^bEdfiK KS theu»3lpe*re of receivers in like cases,, (d) foreclose this instrument as provided herein or 
K?Uu> and m and all other rights and remedies provided herein or by present or foture law, 

^ 23 The orocceda o?fbrecloiure sale shall be applied in ihe following older to the pmmsent of (a) costs and expenses 
incident toSi&SorcoSng with the piovisioSihereof, (b) any wit* liens requiredTv lew or a competent court to be 
so oaid fc) the debt evidenced by the note and all indebtedness to Lender secured hereby, (d) inferior liens of record required 
by fiw or a cotnoetent court to be so paid, (a) at Lender's option, any other indebtedness of Borrower owing to Lender, and (0 
anv balance ^Borrower. At foreclosure or other sale of ail or any part of the Property, Lender and its agentt may bid and 
purchase as a stronger and may pay Lender’s share of the purchase price by crediting such amount on any debts of Borrower 

owfngto agrwMhatl-endcr will not be bound by any present or future state laws, (a) providing for valuation, 

____rh„ Pmrvrtv /hi nrohihitina maintenance of an action for a deficiency judgment or 



limitations (dl allowing any right of redemption or possession following «iy iutcvhmui* »««*, m. . .. o f ATi 

which Lender may by regulation impose, including the interest rate it may charge, as a condition of approving stransfw ?f *h. e 
Property to a new Borrower. Bommw expressly waives the benefit of any such state law. Borrower hereby relinquishes, 

^^sspssf&ssi. ttrs^iesAarfcwM.<»«»»»•. «•«.« 

jmg nie or record such instruments of release, satisfaction and termination in proper form pursuant 10 he 

reqU 26 rT " ! Raartito n thU n S««uHty 2 |nst i rument. If one or more riders are esteemed by Borrower and recorded together with 
this Security Instrument, the covenants and agreements of each rider shell be incorporated into » n ^ shall amend and 
supplement foe covenants and agreements of this Security Instrument as if ihe rider(s) were a part odhis Security lnsinimcm. 

[Check applicable box] 

□ Condominium Rider □ Planned Unit Development Rider □ Olher(s) [specify] 
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BY SIGNING BELOW, Borrower accepts and agrees to the lcrms snd ccvenants confined in pages 1 through 6 Of this 
Security Instrument and In any rider executed by Borrower and recorded with this Security Instrument 

OsuMl 6. [SEAL] 

iSEAL] 


Arnold B. Wallace 


Borrower 


STATE OF KENTUCKY 
COUNTY OF Allen 


} 


Berore me . Brandon Shawndale ShBjton_, _ 

SttteojjCentuckE _ , personally appeared Arnold B. Wallace 


Borrower 

acknowledgment 

a Notary Public in and for the County of Allen 


instrument on the 


3rd 


day of Febqiaryr 


who acknowledged that 
2010 as 


WITNESS my hand and official seal this, 
ISEALI 


Februa 




g«Arn^ Hi 
i4F IjfS 

immisJic 



PREPARER’S STATEMENT 
The tom. of this instrument was drafted by the Office of the General Counsel of the United States Department of Agriculture, and 

the material in the blank spaces in the form was inserted by or under the direetiatfOft^ 

KjlfV P- EfflttfilL- 


(Namc) 

p.Q. Box 47B, ScottavUte. KY 



(Signature) 


[Address) 


RECORDER’S CERTIFICATE 


STATE OF KENTUCKY 

COUNTY OF Allen- 


} 


ss ■ 


l,_ — 

foregoing mortgage was on the, 

lodged for record_ at_ 

recorded In my office. 

Given under my hand this . 


, Clerk of the County Court for the County aforesaid, do certify that the 
day of 


o'clock _M„ whereupon the same, with the foregoing and this certificate, have been duly 
_day of __■ 


Clerk of Courtly Court 

By __ _ _. D-C. 
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“EXHIBIT A” 

PROPERTY DESCRIPTION 


130 Beech Lane 
Scottsville. KY 42164 


BEGINNING at the comer of the Stinson and Stephens property, thence S 53 deg. f_ 3 ®° f j-.^ a h 2j^ ence S 42 
deg. w 97 ft. to a stake; thence N 53 deg. W 360 ft, to a stake; thence N 42 deg. E 97 ft to the beginning, 

containing 0.799 acre more or less. 


Being the same property conveyed to Arnold Wallace by deed dated November 17,1994, of record in Deed Book 
170, Page 463, office of the Allen County Court Clerk at Scottsville, Kentucky. 


DOCUMENT NO: *175678 
RBCHKftfebmn M.2B1B BM6:33 All 

cSjMTY ^CLENK: BEVERLY CALVERT 
DEW ft CLERK: JENNIFER LAN 
COUNTY* ALLEN COUNTY 

BOOK: IU38 PAKS: 3* ‘ 398 
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Fawn RD 3550-12 
(Rev. 9-06) 


Only one agreement should he executed by the subject borrower for the subject property. The agreement is completed at the 
closing of the first Agency lean to the borrower regardless of whether or not they qualify for payment assistance at that time. 

1. A» required under section 521 of the Housing Act of !M9 (42 U.S.C. 1490a), subsidy received in accordance with a loan 
wider section 502 of the Housing Act of 1949 is repayable to the Government upon the deposition or nonoocupancy of fee 
security property. Deferred mortgage payments are included as subsidy under this agteemonr. 

2. When 1 tail to occupy at tnnofbr fide to my home, recap hire is due. If I refinance or otherwise pay in full without transfer 
of title and continue to occupy fee property, fee amount of recapture will be calculated but; payment of recapture con be 
deferred, interest fees, until the property is subsequently sold or vacated. If deferred, the Government mortgage cap be 
subordinated but will not be released nor the promissory note satisfied until the Government is paid in full. In situations 
where deferment of recapture is an option, recapture will be discounted 25% if paid in fell at time of settlement. 

3. Calculating Original Equity 

For Self-Help loans, the market value is fee appraised value as determined at fee time of loan approvaVobligation, which is 
subject to completion per plans and specifications. If fee house is not ultimately furnished under the Self-Help program, an 
amended agreement using the market value definition for all other transactions as outlined below must be completed. 

For all other transactions, fee market value k fee lower of feet 

Sal os price, oonstructioik'mhabilitauon cost, at total of those costs, whichever is applicable 
OR 

Appraised value aa determined at fee time of loan approvai/obligation. 

If the applicant owns the building site fine and dear or if an existing non-Agency debt on fee site without a dwelling will not 
bo refinanced wife Agency funds, fee market valtM will ba fee lower of fee appraised value or fee construction oost plus the 
value of the site. 

Marker value of property located at: 

130 Baech Lane _ 

Scottsville, KY 42164 


Less Prior Lions 


Less Subordinate Affordable Housing Products 


Less Rural Development Single Family Housing Loans 
Equals Original Equity (If negative number two "0*) 

Percent of Original Equity 
(Determined by dividing original equity by fee market value) 


d 71,647.^ 


Hold by 
Hold by 
Held by 
Bold by' 


frits' 


SO, 00 


United States Department of Agriculture p onB Approved 

Rural Housing Service OMB No. 0575-0172 

Account # 

SUBSIDY REPAYMENT AGREEMENT 



4. If all kwma are trot avfeject to recapture, or if all loan* subject to recapture are not being paid, fee amount to be recaptured it 
computed according to fee following formula. Divide fee balance of toast subject to recapture feat are being paid by the balance 
of all open loans. Multiply fee result by 100 to determine fee peroert of fee outstanding balance of open loans being paid. 



t of1995. no ptnemt 
H central taAbtrfv 
•age J nltMtei pt/rt, 
Matadsi.enicomp, 



end ui a colli of mformaCem unless It dltplays a 

lection (J 0575-017! Tkt Ant reatffrud la combat Air 
: Umt/or rcdmdti^ kuncilem. northing aSftbw Beta 
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months 

loan 

outstanding 

1% 

1.1 

2% 

Average interest rate paid 

2.1 3.1 4.1 

3% 4% 534 

5,1 

m 

6.1 

7% 

>7% 

0 - 59 

.50 

.50 

.50 

40 

.44 

32 

.22 

.11 

60 - 119 

40 

.50 

.50 

.49 

.42 

41 

.21 

.11 

120 - 179 

40 

.50 

.50 

AS 

.40 

40 

.20 

.10 

180 - 339 

.50 

40 

.49 

.42 

.36 

46 

.18 

.09 

240 - 299 

40 

.SO 

.46 

.38 

.33 

.24 

,17 

,09 

300 - 359 

40 

.45 

.40 

.34 

.29 

41 

.14 

.09 

360 & 'op 

.47 

.40 

.36 

.31 

.26 

.19 

.13 

.09 


6. Calculating Recapture 

Current Market value 


LESS 

Original amount of prior liens and subordinate affordable housing products, 
RHSbalnnoe, 

Reasonable closing costs, 

Principal reduction at note into, 

Original equity (aeo paragraph 3), and 
Capital improvements (see 7CFR pan 3550). 

EQUALS 

Appreciation value. (If this is a positive value, continue.) 

TIMES 

Percentage in paragraph 4 (if applicable). 

Percentage in paragraph 5, and 

Return on borrower'* original equity (10034 - percentage in paragraph 3). 

EQUALS 

Value appreciation subject to recapture. Recapture due equals the lesser of Oris figure or 
the amount of subsidy received 

Borrower agrees to pay recapture in accordance with this agreement. 



Due 

05-37-2010 

Borrower 

Dote 
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